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Abstract 
This article aims to catch some aspects regarding the evolution of Romanian labour force occupation in the last 24 years in the 
context of ownership restructuring. In Romania, this process proved to be a particular problem, with major impact in all areas 
such as economic, social, environmental, cultural, education. The ownership restructuring process results were the basic premise 
of the acknowledgement of market economy in Romania, of the market and its mechanisms. The transition from a centralized, 
planned economy based on control principles to an economy based on market principles meant radical changes of the entire 
inherited building structures, thus on the labour force occupation. Once Romania joined the European Union, we had to get in 
line with the European standards and social policies, the first steps requiring the abandon of the social clauses included in the 
shares selling contracts of the Romanian state-owned companies.  
We will try to analyze what were the effects of ownership restructuring over the economic activities of privatized companies, if 
the maintenance of social clauses lead to labour force distortion with effects on the labour force occupation, to a deficiency in 
implementing effectiveness in economic activities or even business closures. 
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1. Introduction 
Over time, the Romanian economy has suffered many changes, year 1989 and the next ones marking the 
transition from a planned economy characterized by state control over enterprises, their production, banking, 
commerce, labor, towards a competitive market. 
,,From the principle of ensuring a job to everyone (full employment), neglectful of competitiveness, efficiency 
and career criteria, Romania gradually passed to a system of efficient allocation of labour resources, giving support 
to individual professional and individual development. The reform of labour market and the modification of the 
human capital management model evolved unsteadily, much behind the demand from the economic and social 
environment. Labour market was pushed to secondary plane, considering that the adjustment of the other markets 
would cause necessary changes for ensuring the functioning of the labour force occupation.’’(Vasile, V.2008)  
Efficiency or inefficiency of the national economy during transition time can be analyzed considering 
employment rate.  Reduce of unemployment represents a condition for achieving macroeconomic balance and also 
sustainable human development, so it is essential that the private property develops healthy in order to generate jobs 
and contribute to economic growth. Privatization and restructuring public companies has proven to be a particular 
problem, with major impact in all areas such as economic, social, education, environment, etc. Adapting to the new 
requirements imposed by competitive economy led, over the past two decades, to numerous changes in the labour 
force occupation. 
As an economic concept, the restructuring means conduct in-depth of radical changes on branches and sectors 
level, a new correlation of various industries' development, encouragement of profitable sectors ensuring good 
functioning of supply and demand. It is finalized both by privatization as well as by strengthening role, significance 
and participation of private property in the entire economic life "(D. Clocotici, Gh. Gheorghiu in" Commercial Law 
Magazine ", no. 4/1994.) 
Privatization should not be seen as a purely economic process that took place only in accordance with the 
requirements of economic laws, but as a complex process in which economics blended with the political and the 
social.  
In Romania we could say that it rather should be seen primarily as an economic process in which politics has 
played an essential role. 
,, Beyond intellectual and practical attraction of the private property and market mechanisms exists a political 
factor that explains, in my opinion, the extraordinary reasons of the privatization popularity. While traditional 
analysis of political forces generator of government expenditure growth claims that the concentrates interests of the 
few that enjoys the government generosity exceeds diffuse interests of taxpayers, privatization designed properly, 
gave everything up, at least in Western democracies: it stand for a political electorate interest focused on diffuse 
interest, weak of the general public to maintain public property. In this case, the general interest weakness, diffuse in 
maintaining public property will be particularly clear if state enterprises will be working at a loss. "(S. Hanke 1992). 
As an overview, we can say with clarity that all international organizations which deal with economic life, 
considers privatization as a prerequisite for the economic development of a country, the privatization process having 
direct impact on the economy and generating a number of effects some with powerful social consequences. 
In order to analyze what were the results of privatization policies in Romania, especially since we do not have an 
inventory of the problems encountered in the process of privatization, it is essential to know the genesis, property 
evolution and importance of property rights around which revolves the entire economic, social and political life. A 
full scan which aims to highlight the privatizations success rate, legislative gaps as well as social problems resulting 
from the privatization process is also required. 
Ownership restructuring represents another subject with a high actuality and large interest with serious economic 
and social implications, due to the existence of some companies in which the state is the majority shareholder.  
Which was the rate of success or failure of privatized companies, how the rate of unemployment developed or 
devolved due to privatization process or if privatized companies bankruptcy occurred as a result of privatization 
policies are just a few questions that we intend to respond by this study. 
203 Cristina Chiriac and Viorel Cornescu /  Procedia Economics and Finance  22 ( 2015 )  201 – 208 
 
Global studies on privatization shows that the effects of this process on the employees were on the job insecurity 
or job loss that occurred after privatization, also changes in the workplace, stress established after uncertainty and 
also wage cuts. 
Our study is conducted in order to capture some of the effects that privatization has had on Romanian labor, 
given that its restructuring is one of the most difficult problem and sensitive of all points of view. This article aims 
to contribute to the completion of the literature especially considering the poor portfolio of the existing data; 
currently there aren’t certain data on the privatization rate of success, e.g. by providing detailed analysis on the 
evolution / involution of unemployment rate before and after privatization, at district level, starting with the ending 
of the privatization agreement until now. We will try to see if the sale of shares packages at public companies, with 
the inclusion of some social clauses in the privatization agreements brought benefits to the Romanian economy or 
not.   
2. Certain aspects of the privatization process in Romania 
Considered as a whole the purpose of the privatization process is to directly contribute to the economic 
development of a country. Any economic program includes a set of political measures designed to achieve the main 
objectives of macroeconomic policy, which - typically - are: economic growth employment, price stability and the 
improvement of the balance of payments, etc. These objectives are measured by four fundamental variables, called 
key macroeconomic variables through which are measured, correlated and analyzed the performance of any 
economy: GDP growth, unemployment rate, inflation rate and current account of the balance of payments. The four 
variables allow the evaluation of the major internal and external macroeconomic imbalances, monitoring changes 
that have occurred in the economy and formulating appropriate policies in order to reach future goals. The analysis 
of the balance-of-payments shows deterioration in the current account balance, which negatively influences the GDP 
level. 
The privatization process in Romania actually debuted in 1992 and gave birth too many controversies. Difficult 
past, viewed in terms of,, property "inherited, the specific vulnerabilities of the Romanian society, coherence lack of 
vision regarding the development as a priority of some strategic levels as well as the multitude of problems that state 
enterprises faced, led the Romanian economy underperforming. 
Privatization in the ex- socialist countries has generated debates regarding social protection. 
Most of these countries have used privatization methods which have imposed social protective clauses, further 
have chosen to transfer share packages on the employee’s ownership. Among these countries, Romania has probably 
the highest percentage of companies owned by employees. MEBO method (Management Employee buyouts) was 
basically the only relevant privatization method for the first five years of transition in Romania. The access to 
MEBO privatization was reserved only for the insiders, excluding the possibility to entry into the company of other 
natural or legal persons nor the foreign capital. The remaining shares not yet privatized were sold subsequently by 
the government in various stages of privatization process. 
One of the characteristics of MEBO privatization in Romania consisted in predominance of restrictions included 
in privatization agreement (Earle and Telegdy, 2001), thereby reducing of the employees, the main activity of the 
firm and shares sale are strictly controlled. This resulted in a decrease in time of the possibility of restructuring the 
company. 
A study of the Romanian Center for Economic Policies in 1999 (www.wikipedia.org) shows that during 1993-
1996, 28% of privatizations in Romania were made by MEBO method (837 out of 2905). The same study shows 
that between 1994 - 1997, the profitability of such privatized companies dropped from 7.3% to 2.2%, while leverage 
increased from 29.3% to 48.5%. 
 Looking back and considering just in terms of unemployment rate evolution, the first conclusion that can 
be drawn easily is that privatization in Romania was one rather chaotic, without a rigorous strategy. At the 
macroeconomic level, reform was always delayed, always preferring standby mode, short-term measures and low 
stretch, the results proving to be lower than expected. 
Development strategy in the microstructure industry until 1995 was based on delaying structural adjustments and 
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privatization downturn due to the lack of a normal competitive environment, of the risk priority development of 
individual industries, high social costs and overall social explosion risk, unclear objectives and low efficiency of 
coordination tools of the macroeconomic stabilization policy with the industry restructuring policy. 
A good example for stagnation privatization is erasing debts procedure (GD no. 773/2002 Article 2, Law 
137/2002 Article 18, approved with amendments and completions by Law no. 442/2004) either from social security, 
health, or other suppliers of large state companies oversized in terms of staff, outdated technologies and enormous 
debt. 
3. Privatization and labour force occupation in Romania 
 
Furthermore we aim to highlight the effects of privatization process on the labour force occupation; in this 
situation we will analyze the privatization process in each district versus unemployment rate. 
The working place was and still is a priority for every individual, so it is essential for society to grow 
harmoniously which allows natural growth of employment stimulates and encourages trough social policies creation 
of new workplaces. 
A country develops starting with industrial areas, urban areas which attracts like a magnet the available persons 
e.g. the workforce. Under this reality, we believe that the privatization process should have been done according to 
some differentiated strategies by industry. Although privatization legislation has changed along the time, 
stipulations on social clauses, regardless of branch, remained unchanged until 2007. Thus, in all contracts for sale 
and purchase shares  until 2007(with one exception made after 2007, the contract with Ford for SC Automobile 
Craiova SA, but in this case the Competition Council has been notified for a possible state aid) were inserted a 
number of conditions and commitments that buyers have to comply in post-privatization process, including the 
technological and environmental investments, maintaining of the activity object, clauses prohibiting sales of assets 
and the most important, maintaining the number of employees and collective labour contract. 
Starting with 2007, when Romania joined the EU as member, these clauses were obsolete, EU recommending 
that the sale of shares and assets to be done without conditionality’s. 
By June 2014, from the data collected, it appears that, in Romania, have been privatized over 7.500 companies, 
which lead to more than 11.500 contracts signed, as shown in  No.1. Fig. 
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Fig. 1.  Split by counties of the number of privatization contracts concluded by the AAAS (ex SOF) until feb. 2014 
Data collected: Ministry of Finance, National Statistics Institute, National Association of the Entrepreneurs 
  
We believe relevant the split by counties of the privatization contracts, in terms of employment in companies 
owned by the state prior to privatization, and of evolution of unemployment rate after privatization. The purpose of 
privatization, in addition to reducing the state's role in public companies should be developing an efficient private 
sector. 
,,The severe drop in GDP and in the state budget revenue has had varied and farreaching consequences in terms 
of the cost of transition, including with regard to income distribution, for both active and inactive persons. As a 
result, major changes have occured in the sectorial distribution of GVA, along with the rate and structure of 
employment and development of labourproductivity and wages”(Ciutacu C., Chivu L., Hurley J., 2008). 
From the data analysis above, we select five counties with the highest number of privatization contracts signed 
(no.2, fig.) and we will present our research results on the success rate of the privatization process (no. 3, fig.);        
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Fig. 2.  Comparison between signed privatization contracts and canceled agreements (or inactive companies) 
Data collected: Ministry of Finance, Trade Register 
 
 
 
 
Fig.  3 Success rate of privatization on selected sample  
Data collected: Ministry of Finance 
 
As shown in the chart above, we can say that the outcome of the privatization process, at least for these five 
counties, was a failure because most of the privatized companies no longer exist today, jobs in these companies 
disappearing as well.  
To conduct successful privatizations we should perform rigorous analysis, complete knowledge of each and every 
enterprise and transparency in negotiations. A privatization program undertaken only on a vague knowledge of the 
enterprise will create several problems. 
The labour force represents an important factor in the economy of any country, being one of core resources from 
any company. Labour force occupation and its evolution is a topic of great actuality in the European Union 
emphasized by the existence of a set of policies on employment. It is interesting to see the evolution of the 
unemployment rate since 1992 up to May 2014 for selected counties, No.4, fig.  And No. 5, fig., as below: 
 
An Bucuresti Bihor Constanta Iasi Timis 
1992 - 7,4 6,3 11 4,6 
1993 - 7,6 9,7 11,5 7,1 
1994 - 7,3 9,2 16,1 7,2 
1995 - 6 8,7 12,7 4 
1996 - 2,7 5,7 8,9 2,5 
1997 5,6 4 6,1 10,4 4 
1998 5 5,1 8,5 11,1 5,9 
1999 7,1 6 11,3 12,3 8,4 
2000 5,7 4,6 10 10,9 7,6 
2001 4,5 3,1 9 9,4 6,5 
2002 3 3,2 8,7 9,7 3,9 
2003 2,5 2,5 7 9,5 3,5 
2004 2,6 2,1 5,9 7,1 2,6 
2005 2,4 2,7 5,6 7,2 2,3 
2006 2,2 2,7 4,3 6,5 2 
2007 1,7 2,4 3,5 5,6 1,6 
2008 1,6 3 3 5,4 1,6 
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2009 2,4 5,8 6,4 7,4 4,5 
2010 2,3 5,9 5,8 7 3,7 
2011 2 4,2 4,3 5,4 1,9 
2012 2 4,2 4,5 5,1 2 
2013 2 3,7 4,4 5,2 1,9 
 Mai 2014 2,1 3,2 3,3 5,1 1,5 
 
Fig. 4 The evolution of the unemployment rate between 1992 and May 2014  
Data collected: National Institute of Statistics, www.anofm.ro 
  
 
In 2000 a gradual process of economic revival began, along with privatisation and reform acceleration, so that the 
GDP grow was 32% in 2005. The 2004 country Report pointed out that Romania fulfilled the criteria for a 
functional market economy and the GDP per capita for PPS was 32% of the EU25 average (Eurostat). 
If we analyse the global efficiency of these structural changes, we should note that, in 1990, agriculture, which 
included 29% of the civilian employment population, contributed  23.7% to gross value added in the GDP, while , in 
2004, with 41.4% of the employed population, it achieved only 12.5% of the GVA in the economy ( Vasile 
Valentina, 2008). 
 
 
 
 Fig.5. The evolution of the unemployment rate in May 2014  
Data collected:   National Institute of Statistics 
 
Analyzing the data presented in figure no. 4 and in figure no. 5 we can conclude that where the success rate of the 
privatization process was higher, today the unemployment rate is having lower values. Eloquent is the example Iasi, 
strongly industrialized county which registered a success rate of about 21% and today unemployment is one of the 
highest rates in the country, namely: 5.1%. 
 
Conclusions  
Several research reports on this subject were performed globally, concluding that overall an economy, the effects 
of privatization on state budget growth and on employment rate are uncertain. Nancy and Nellis (2003) showed the 
negative effects of privatization saying that the process is unfair both from a conceptual point of view and from the 
point of view of implementation, which is seen as a process that affected workers, who threw the people from their 
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good jobs in unemployment, and which has led to price increasing of essential services, to offering (selling) national 
assets. And all of these have been done to the benefit of the local elite, corrupt politicians, and corporations and 
foreign investors. 
The studies performed on privatization show that the effects of this process on the employees were insecurity on 
workplace that occurred after privatization or job loss, changes in the workplace, stress and also wage cuts. 
Many economists have supported the idea of a fast privatization, but not always a quick process is without risks, 
illustrative in this regard being the example of Germany. On the other hand it is not recommended that the 
completion of the privatization process in Romania to still be delayed for more than 10 years. According to the 
obligations assumed by Romania in front of the International Monetary Fund, the privatization process should have 
been ended long ago. 
In this article we tried to capture the impact of the privatization process on the unemployment rate evolution, but 
also his reverberations on the Romanian economy. Our research was based on privatization contracts signed from 
1992 until February 2014. For a correct representation of rate of success we have chosen as shown five districts for 
which we analyzed the correlation between the number of signed contracts and the unemployment progress. We 
took into account other criteria including: number of employees for each company at the time of privatization, 
privatization year, but also CAEN code, etc, trying to determine the success rate of the privatization process. 
We can say that the absence of an industrial strategy in Romania had a dramatic effect on strong industrial 
counties, the eloquent area being Moldova (Iasi, Vaslui, etc.), strongly affected by unemployment. Today, Romania 
is facing not only the increase in unemployment rate, but also the population migration to other countries, as a 
consequence of the scarcity of jobs. A recent study (Andrei Postelnicu, The Hottest Commodity: How Emigrants 
Can Be a Country s Most Valuable Resouce, July 2008) reveals the considerable potential which the opposite 
migration of the highly skilled people with entrepreneurial skills provides, people with capital and knowledge 
gained during their stay abroad.  
Today, the Romanian privatization portfolio is poor, the companies which are not privatized has serious 
economic and social problems (see Oltchim SA), therefore we advocate that the end of the privatization process 
should be based on a strategy that can deliver an efficient operation of companies in order to increase their level of 
competitiveness. 
Privatization has had and will have an essential role in increasing or decreasing budgetary deficit of the country 
with significant impact on the social environment.  
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